PROJECT CALLING FOREIGN  DIRECT INVESTMENT
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	Name of project
	COLLECTING AND CLASSIFYING WASTE  IN URBAN AREA

	
	Code:
	HN 149
	Date: 25 July 2002
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	Introduction concerning hanoi city
	1
	Area:

	
	
	
	Total:
	920 km2

	
	
	
	Urban area:
	180 km2

	
	
	
	Suburban area:
	740 km2

	
	
	
	Number of districts:
	7

	
	
	
	Number of suburban districts:
	5

	
	
	2
	Population

	
	
	
	Total:
	2,500,000 

	
	
	
	Urban area:
	1,300,000 

	
	
	
	Suburban area:
	1,200,000 

	
	
	
	Population density:
	2,614 /km2

	
	
	3
	Growth rate of urban area (%):

	
	
	
	
	1980
	1992
	1995
	1997
	2000
	2010

	
	
	
	Urban area
	15
	26
	31
	38
	45
	65

	
	
	
	Suburban area
	85
	74
	69
	62
	55
	35
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	Educational bases:

	
	
	
	Category
	Number

	
	
	
	University
	30

	
	
	
	Secondary schools
	40

	
	
	
	Primary schools
	414

	
	
	
	Technical vocational schools
	24

	
	
	
	International schools
	3
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	Health care:

	
	
	
	
	Number

	
	
	
	Hospital
	40

	
	
	
	Clinic/Medical center
	285

	
	
	
	International hospital
	5
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	Hotel:

	
	
	
	
	Number

	
	
	
	Domestic hotels
	240

	
	
	
	International hotels
	32

	
	
	
	International apartments
	18
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	Economic indicators (annual):

	
	
	
	GDP growth rate
	13-15%

	
	
	
	GDP per capita
	600-1,100

	
	
	
	Industrial production growth
	16-20%
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	Potentials of Hanoi city
	1
	The capital of Socialist Republic of Vietnam

Hanoi - the Capital of the Socialist Republic of Vietnam, is the Politic - Economic - Cultural - Science and Technology center of the country.

	
	
	2
	Stable political situation

In 2001, Vietnam was voted as the safest country for investment and tourists in the Pacific Asia. Being the Capital of Vietnam - Politic center, where the offices of Vietnam leader are located, Hanoi has a stable political base, guaranteed social security.

	
	
	3
	Intellectual human resources

Hanoi is a city gathered with the rich intellectual human resources. 62% of the whole country science and management cadres who gained university certificate, professors, masters are living and working in Hanoi. Hanoi citizens' standard of culture and working skills are rather high. They are able to access the modern technology and management in very short time. The labor cost in Hanoi is reasonable. 

	
	
	4
	Big market 
Hanoi is a potential market with population of about 2.5 million. Hanoi market also influences to other market in Northern towns, provinces, in south of China and Lao and other potential countries in region. 

	
	
	5
	Electricity system: Stable

	
	
	6
	Water supplied system: Stable

	
	
	7
	Services expenses lower than other big cities in Vietnam and in the world 
The expenses such as social services, real estate, land rental, water, electricity are lower than other trade centers in Vietnam and the world. 

	
	
	8
	A lot of industrial zones (5 industrial zones with foreign investment capital or joint-ventures: Thang Long - Noi Bai; Sai Dong A; Sai Dong B;  Hanoi - Dai Tu, Vinh Tuy, Phu Thuy. ) 

	
	
	
	

	
	
	9
	Stable Master plan for Hanoi City to 2020 
To become an industrial city, an elegant, modern capital, Hanoi authority has issued the General Master Plan for Socio-economic development of the Capital in the stage of 2001 - 2010.

New urban centres:

· South Thang Long area and 5 precincts in Tay Ho district: total area is about 3,283 ha.

· Cau Giay district and a new developing area (reach to Nhue river): total area is 2,586 ha.

· Thanh Xuan district and new area for building urban centre: total area of 1,663 ha.

· The South area of Minh Khai road has total area for building urban centre of 1,990 ha.

· The North area of Thang Long bridge is about 3,850 ha.

· Co Loa area has 3,245 ha.

· Dong Anh area have 1,430 ha.

· The South and North area of Duong river  is about 4,925 ha.

	
	
	10
	International exchanging door of Vietnam 

	
	
	11
	Issuing (granting) investment license in short time 

	
	
	12
	Long traditional culture 

Hanoi is an ancient city that has been established and developed for nearly 1000 years since 1010.
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	Objective of Project
	
	The target of the Project is to produce and provide equipment and services in the field of collecting and classifying urban waste.
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	Form of investment
	
	Joint Venture
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	Introduction of Vietnamese partner
	1.
	Name: Hanoi Urban Environment Company (URENCO)

	
	
	2.
	Head office: 18 Cao Ba Quat street - Ba Dinh - Hanoi

	
	
	
	Tel: 84-4-8454807
	Fax: 84-4-8236384

	
	
	3.
	Authorized Representative: 
	Mr. Chu Van Chung

	
	
	
	Position: 
	Director

	
	
	
	

	
	
	4.
	Main business activities:

1. Collecting, transporting, processing,  and classifying daily-life, commercial and construction waste.

2. Collecting, transporting and treating industrial, medical waste (almost in big hospital in Hanoi); 

3. Pumping, treating flush toilet excrement and other cleaning-up services for family and public requirement. 

4. Providing services to destroy all kinds of bad quality and expiry goods. 

5. Consulting about technology, investing and assessing environment effect. 

6. Designing, manufacturing specified equipment and tools used for environment cleaning sector. 

7. Importing - exporting materials, equipment.

8. Producing and supplying high quality bio-micro manure used for agricultural, industrial, ornamental plants and improving hills and forest.
9. Linking or joint venturing with domestic and foreign organizations, individuals on environment protection sector.
10. Coordinate with organs to educate and enhance the public awareness about protecting environment. 

	
	
	5.
	Company's background

	
	
	
	Certificate of Incorporation: The Corporation was founded by Decision No.2183/Q§ - UB dated 29 October 1991 of the Hanoi People’s Committee.

	
	
	
	Ownership:
	State - owned enterprise

	
	
	
	Business achievement: 

The Corporation’s annual turnover is more than VN§ 150 billion; annual growth rate is from 5-8%.
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	Potentials of Vietnamese partner
	1.
	Land:

	
	
	
	The Company now owns and exploits about 1,500 m2 of land at 18 Cao Ba Quat street, Ba Dinh district, Hanoi. Other tens thousands ha of land are being used and exploited by member units of the Company in all the districts, wards in the city. 

	
	
	2.
	Plant:

	
	
	
	Total area of plant is more than 3,000 m2

	
	
	
	

	
	
	3.
	Machinery and equipment:

	
	
	
	Total value is about USD 5 million.

	
	
	4.
	Human resource: 

	
	
	
	- Total number of staff :
	3,600  person, includes

	
	
	
	- Doctor:
	0

	
	
	
	- Master:
	4

	
	
	
	- University Graduate:
	198

	
	
	
	- Worker:
	3,398
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	Proposed foreign partners
	
	HANOI URBAN ENVIRONMENT COMPANY (URENCO) is willing to cooperate with Corporations, Manufacturers specialized on supplying equipment and services for classifying and treating garbage professionally and those partners who could transfer advanced technology and equipment in market. . 
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	Investment capital
	
	Total investment capital:
	USD 5,000,000 

	
	
	1.
	Legal capital:
	USD 2,000,000 

	
	
	
	Ratio of legal capital contribution:
	40/60

	
	
	
	Contribution of Vietnamese party:
	USD 800,000 

	
	
	
	Cash:
	USD 100,000 

	
	
	
	Value of land-use right:
	USD 300,000

	
	
	
	Machinery and equipment:
	USD 400,000

	
	
	
	Foreign party contribute:
	USD 1,200,000 

	
	
	2.
	Loan capital:
	USD 3,000,000 

	10
	Structure of Investment capital
	1.
	Technology and equipment:
	50%

	
	
	2.
	Land cost:
	37,5%

	
	
	3.
	Working capital:
	12,5 %

	11
	Profit share
	1.
	Vietnamese party:
	40%

	
	
	2.
	Foreign party:
	60%
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	Product of project
	
	Studying  and developing products for the Project based on 3 main principals:

1. Minimizing the amount of originating waste

2. Recycling and reproducing waste to materials for manufacturing sector.

3. Treating garbage appropriately and hygienically.

Unlike products of the other projects, this project concentrates on collecting and classifying garbage; details as follows :  

	
	
	
	Source of origination


	Collecting and treating amount

( Average value )
	Unit

	
	
	
	Household
	1,22
	kg/person/a day

	
	
	
	Apartment                       
	1,14
	kg/person/a day

	
	
	
	Office                               
	1,09
	kg/officer/a day

	
	
	
	Eat and drink shops           
	6,77
	kg/person/a day

	
	
	
	Wholesale and retail shops  
	0,009
	kg/$ sale

	
	
	
	Foodstuff shop                      
	0,015
	kg/$ sale

	
	
	
	Teaching places                    
	0,23
	kg/ learner/a day
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	Capacity
	1.
	Design capacity:

Based on anticipated originating garbage which have to be collected, the project designed equipment and materials as follows: 

	
	
	
	No
	Name of products
	Design Capacity

	
	
	
	1
	Family garbage bin
	20,000,000 bins

	
	
	
	2
	Family garbage bag
	120,000,000,000 bags

	
	
	
	3
	Public garbage bin, container
	1 container/ a ward (at least)

	
	
	
	4
	Carts collecting craft garbage 
	5,000 carts

	
	
	
	5
	Truck raising and moving garbage
	200 trucks of all kinds       


	
	
	
	

	
	
	2.
	Yearly production capacity and anticipated stable production year:

· It is anticipated that the Project will reach designed capacity in 3rd year since its operation.

· In the first years, yearly production capacity compared to designed capacity will be as follows:

	
	
	
	
	Year 1
	Year 2
	From year 3

	
	
	
	Production capacity compared to designed capacity
	60%
	80%
	100%

	
	 
	
	When the Project goes on operation, based on market demand or business result, expansion of the Project’s investment and raise of designed capacity may be considered to meet demands of the market.
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	Market of Project
	1.
	Domestic Market 

Vietnam is carrying out industrialization and modernization, parallel with rapid rate of urbanization. According to the forecast, when Vietnam becomes an industrialized country in 2020, population in urbanized areas will reach to 45% of the whole country population.  Along with the development, the demand of energy, materials is increasing day by day. As a result, the waste amount is increasing more and more and the quality of environment is worse and worse. It is anticipated that, the daily- life garbage will increase 1.71 times and industrial solid waste will increase 1.32 times in the coming years. At present, our country has only organized collecting and classifying 60 – 70% of waste amount. With the anticipated growth rate in industry sector of 12%, the amount of waste can reach over 1 million tons in 2010. 

To ensure clean environment, collecting and classifying waste is becoming an important requirement, which the Government gives a great concern. Therefore, this project will basically solve waste issue today.

According to studies and estimations of URENCO, the amount of  original waste from 2002 to 2030 will be as follows:

	
	
	
	

	
	
	
	Board 14,1. Proposed the amount of original solid waste in Hanoi                                   

	
	
	
	Time
	The amount of original solid waste

( tons/ year)

	
	
	
	2002
	  849,626

	
	
	
	
	

	
	
	
	2010
	1,083,003

	
	
	
	2015
	1,307,335

	
	
	
	2020
	1,604,097

	
	
	
	2025
	1,870,000

	
	
	
	2030
	2,000,000

	
	
	
	

	
	
	2.
	Clients who will receive services and applications of the project:

· Public constructions will benefit convenience and usefulness from services and applications: hospitals, hotels, restaurants, and apartments...

· Foodstuff processing industry zones: Brewery, wine, milk, soft- drink, bakery factories; sugar mills; cooking oil, yeast manufacturers; slaughter house; meat, fishes, fruits, vegetables processing factories; starch processing manufacture.

· Paper powder and paper industry.

· Latex processing industry.

· Garment and dyeing industry.

· Metallurgy industry.

· Factories producing PVC tubes, nylon bags and products used plastic powder and color pigment;

· Factories producing cans, tins, empty bottles...

	
	
	
	

	
	
	3.
	Foreign market:

Particularities of the project in the field of collecting and classifying garbage indicate that the project has a big potential in supplying equipment, technical machines, and technology of collecting and classifying waste for some countries in the area and in the world.

	
	
	4.
	The market target of the Project:

Basing on analysis about domestic and foreign market and considering competitive advantages of Vietnam on the low cost of materials, fuels and cheap labor compared to other countries, the target of the project is to meet the demand of collecting and classifying the city’s total waste in 3rd year of stable operation.

In the first years, yearly export plan will be as follows:

	
	
	
	Market
	Year 1
	Year 2
	Year 3

	
	
	
	Export
	10%
	15%
	20%

	
	
	
	Domestic
	90%
	85%
	80%
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	Technology of  project


	15.1:  General outline of waste management process in Hanoi

The above process indicates that the collection and classification of waste takes much time and large amount of work. So the equipment and materials used for operation and exploitation of the project will be depended on this processing: 

	
	
	

	
	
	
	A. Classification:

A.1 Classification at source:

The project will supply bins which have been standardized in capacity and color for keeping solid waste (different colors particularize different kinds of waste). Each household will register with the organ managing solid waste about sort of bin, volume of bin and collection frequency (after how many days the waste could be collected)

The project will supply for every family a bin for general waste and a bin for organic waste. Which family can make home compost will need only a bin for general waste. So waste fees will be decreased. Some recycled waste such as glasses, plastics, empty cans, papers...households can throw into garbage container. There will be a particular method for collecting poisonous and special waste. There will normally be a board, which gives statistics of different types of poisonous waste and time schedule for collecting waste at wards, factories and hospitals. The project will take responsibility for collecting and moving all daily life waste of the city in 3rd year of operation. There are 3 main kinds of waste: burned waste, unburned waste, and cumbrous waste. At present, because some organs, factories have not had a particular department responsible for collecting and classifying waste, URENCO must collect waste in the city. This joint venture project will carry out this work with a new method of management.

A.2 Classify after collecting:

After collecting garbage at public places, garbage will be transported by trucks to treatment places according to classified types of waste at the collected places and then to waste treatment factories in Hanoi and neighboring areas.

15.3  Classifying waste before treating.

The project puts forward to invest in a mechanical screen net system, replacing craft methods nowadays.

	
	
	
	

	
	
	
	

	
	
	
	B. Collecting:

The project will gradually replace the old method of collection of waste, which hasn’t applied classification at source in Hanoi today. Daily life garbage is often kept in family garbage bins or in nylon bags that are used to keep food from market every day. At the time fixed for collection of garbage, households will bring garbage bins to places where wheelbarrows have already waited. One particular method for classifying garbage is to supply different kinds of bags, bins for each family to decrease the rashly littering of garbage and shirking garbage  fees... in Hanoi city.  With good services such as collecting waste punctually, polite attitude to people, citizens will certainly contribute fees in order to increase income for the project. Garbage will be kept in standardized nylon bags, which can highly stand water, long lasting, clear enough to distinguish components of garbage inside the bag. Especially, these bags are made from easy-burned materials. They will be brought to fixed places and be collected in the fixed days in the week.

Burnable garbage: 3 times/ week

Unburned garbage: 1 time/ week

Recycled garbage: 2 times/ month

Cumbrous garbage: 2 times/ month

However, if garbage truck cannot come to small wards to collect, wheelbarrows will collect 1 time/ week.     
Total turnover:

Supposed cost of products, services will be identified on the survey of quality and price of the same kinds of products sold in Vietnamese.

Annual turnover of the Project is calculated based on selling price and annual anticipated producing capacity. 

It is supposed that if the annual production of the Project reaches 80% of the Design capacity, the annual average turnover of the Project shall be 8,320,000 USD. 

Total turnover of the Project in 40 years of operation is: 8,320,000 x 40 = 332,800,000 USD
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	Equipment of project    
	
	About means for collection: Estimating the amount of original garbage need collecting in Hanoi, when the project begins operating, the number of collection means and equipment to be invested is capable to meet the demand of collecting and classifying garbage.

Project Equipment should be modern ones purchased by Joint venture or supplied by foreign partner.
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	Material source
	
	Based on the demand of materials for the Project and supply capability of domestic sources, mainly for collecting waste carts and materials for producing bins, bags of the project, it is anticipated that from 3rd year, 60% of materials, tools, accessories will be purchased or produced at domestic market. The 40% of remaining will be imported.   
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	economic efficiency of project 
	1.
	Total turnover of the Project:

Proposed expense of products and services will be based on the studies of quality and cost of the same products, which appear in Vietnamese market and export market. 

Every year, the average turnover of project will be calculated based on fees obtained from service of collecting and supplying bins and bags for citizens.

It is supposed that if yearly average output of project reaches 80% of design capacity, yearly average profits of the Project will be 81,005.81 USD, in which turnover portion of each kind of service is as follows:

	
	
	Clients should pay fees
	Service Users should pay fees
	Others (mud and manure included)
	Total

	
	
	
	Street cleaning  up
	Daily life waste
	Industrial waste
	
	

	
	
	Phase
	Households,service trading shops
	Plants, industrial factories
	Depends on Contracts
	
	

	
	
	1-3
	38
	39
	13
	10
	100

	
	
	4-20
	32
	45
	15
	8
	100

	
	
	21-25
	25
	50
	20
	5
	100

	
	
	
	

	
	
	
	Total turnover of the Project in 25 years is:

243,017.44 x 25 = 6,075,435.97   USD

	
	
	2.
	Total expenses:

Expenses of collecting and classifying waste will be calculated on expense of daily solid waste management. These expenses in Hanoi are estimated based on the amount of original garbage in the table 14.1. With commercial, constructive, industrial or hospital waste, the collecting and classifying of garbage should usually follows a contract that has fixed time, day to collect, the amount of garbage, fees for collecting, transporting and treating waste. 

The expense of the collecting and classifying include expense of classifying before and after collecting. Detailed calculation will be as follows: 123,93 USD per ton of garbage. The expense for collecting and classifying waste differs depending mainly on work volume and type of waste at that place.

Unit price = Total unit expense ( USD/ ton)

Total unit expense included:

- Expense for producing process

Expense for labor tools, constructive materials, general production, labor safety, and salary calculated on product unit and project management.

.- For allowance:

 Noxious expense, welfare and bonus.

It is supposed that if yearly average output of the project reaches 80% of design capacity, yearly proposed expense will be 162,011.63 USD
Total expense of the project in 25 years:

162,011.63 x 25= 4,050,290.65 USD

	
	                  
	3.
	Profit: 

Total profit of the project in 25 years:

6,075,435.97 - 4,050,290.65= 2,025,145.32 USD

Yearly profit:

2,025,145.32 : 25= 81,005.81 USD  

	
	
	
	

	
	
	4.
	Investment capital return: 

Projected to be 5 years.

	
	
	5.
	Period of loan capital repayment: 

Within 8 years.
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	Employment
	
	The number of laborers shall depend on technology and operation capacity of the Project.

It is supposed that if the annual production of the Project reaches 80% of the Design capacity, in the 3rd year of stable operation, the Project could provide jobs for about 4,000 direct laborers.
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	Duration of project
	
	Proposed duration of the Project is 25 years. This duration is proposed to guarantee that the investor shall have enough time to recover its investment capital and gain a reasonable profit.  

The above duration could be extended by submission of application to the Government Authority by the investor. 
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	Available infrastruc-ture
	1.
	Land:

· Location:Soc Son- Hanoi (under management of 3 villages: Nam Son, Bac Son, Hong Ky).
· Area: 20,000 m2

· Transport systems: Comfortable for transport, using means for moving garbage.

· Electricity system: Using the City's network system.

· Water supply system: Using the City's water supply system.

· Drainage system: has been built in accordance with the law and regulations on environmental protection.

· Legal Ownership: The land was leased to HANOI URBAN ENVIRONMENT COMPANY by Hanoi People’s Committee. 

	
	
	2.
	Plant:

· Location: Soc Son- Hanoi (under management of 3 villages: Nam Son, Bac Son and Hong Ky).
· Area: 8,000 m2

· Value: USD 150,000
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	Tax policy
	
	"Collecting and classifying garbage in urban area” is an encouraged investment project in accordance with the Law on Foreign Investment in Vietnam. Therefore, the Project shall be given the highest preference on tax rate in accordance with the Law of Vietnam.

	
	
	1.
	Corporate income tax:

Tax rate:  10% (in entire duration of the Project)

Reduction of Tax: The Project shall be exempt from corporate income tax for four (4) years since it earn profits and shall be granted a fifty (50) per cent reduction in the 4 following years.

	
	
	2.
	Tax for oversea profit transfer: 5%
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	Project implement--ation schedule
	1.
	Preparation of feasibility study, app.:
	1 month

	
	
	2.
	Submission of application for investment license:
	6 months

	
	
	3.
	Legal capital contribution schedule:
	10 months

	
	
	4.
	Construction and reconstruction:
	5 months

	
	
	5.
	Commencement of operation:
	10 months

	2


	Petition 


	
	Unless and until more preferential rates and terms are available to the Owner and/or the joint venture Company under the Laws of Vietnam, the Owner wishes to apply for the following Investment incentives for the Company:

	
	
	1.
	Preferential treatment in taxation:

As stated in the above Item 22 

	
	
	2.
	Foreign exchange matters:

The Company shall have 2the rights to obtain foreign currency from export of products transfer from Vietnam and use foreign currencies to facilitate its business activities; remitting profit abroad; payment for salaries of expatriate staffs working for the Company;

	
	
	3.
	Other Investment Incentives:

Other Investment Incentives shall be given the most favorable priorities in accordance with the current law and regulations of Vietnam.
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	Contact with
	Hanoi authority for planning and investment (API)

	
	
	Address: 17 Tran Nguyen Han, Hanoi, Vietnam

	
	
	Tel: 84-4-8260257
	Fax: 84-4-8251733

	
	
	API will give you more details about the project 

	
	
	and guide, assist in procedures for setting up project  
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